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We write today in opposition to any limits on the ability of businesses to deduct state 
and local taxes paid, unless offset dollar for dollar by new, broad-based, and 
permanent pro-growth tax reforms. 
 
The ability of businesses to deduct state and local taxes paid on their profits is a 
longstanding “ordinary and necessary expense” embedded in the U.S. tax 
code. Corporations have been able to deduct state corporate income tax paid for as 
long as such taxes have existed. “Pass through” entities like Subchapter-S companies, 
partnerships, etc. were confirmed in their ability to deduct state and local profit taxes 
paid at the entity level in the 2017 “Tax Cuts and Jobs Act.” And businesses have 
always been able to deduct all other state and local taxes, such as property taxes and 
severance/extraction taxes. 
 
The challenges businesses face in the current economic environment means 
that tax hikes on them should be avoided. Tariffs, wild stock and bond market 
swings, and widespread predictions of a recession mean that now is the wrong time to 
raise taxes on businesses. 
 
President Trump and the Congressional Republican majority did not run on 
business tax increases. In fact, the GOP trifecta was achieved with the opposite 
promise–to stop tax increases across the board, and to make the Trump tax cuts 
permanent. Eliminating longstanding, ordinary and necessary business deductions 
raises average effective income tax rates. 
 
Business taxes paid on business profits are fundamentally different from the 
individual SALT cap debate. Businesses deduct costs incurred for all ordinary and 
necessary expenses–rent, salaries, equipment, and state and local taxes. This has 
nothing to do with how much personal income tax, sales tax, and property tax an 
individual or family gets to deduct on their tax return. The two issues are only loosely 
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connected because income taxes on businesses are apportioned based on where 
transactions take place, not where businesses are located. 
 
It’s vitally important that all the provisions of the 2017 Tax Cuts and Jobs Act be 
made permanent. We look forward to working with you in the coming weeks to enact 
permanent, pro-growth tax reforms for American families and employers. 
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